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R i, STATE OF WISCONSIN

Sl pEPARTMENT OF JUSTICE

y Capitol
ATTORNEY GENERAL, ‘ _ P.0. Box 7857
Daniel P, Bach Madison, Wy SIT07-7857
6087266122}

Deputy At General

tpuly Attorney Genera Yy 1-800-947.3529

April 16, 2004
Secretary Marc Marotta

Wisconsin Department of Administration
101 East Wilson Str., 10® Floor
HAND DELIVERED

Re: Vehicle Use Policies

Dear Secretary Marotta:

Having said that, I believe that there are aspects of the fleet rules that require clarification or
amendment. As I understand it, there are also certain exceptions to policies within the rules which
have been made applicable, by written terms or patterns and practices, only to certain types of state
employees, thereby creating illogical and inappropriate distinctions in approved vehicle use. I wish
to point out at least some of these anomalies for your consideration in the hope that guidance or

Justified business travel on a practical, realistic basis.

for cominuting mileage, or is it an exception only to the rule restricting non-business use to




: "Se'cretary Marc Marotta
April 16, 2004

In that vein, what is the rationale for the 24/7 exception, and how are emplovees determined
to quahify for the exception? | note that the University of Wisconsin website identifies chancellors
as “on-call 24 hours a day” and indicates that their family members may be covered by state
automobile liability insurance because they “can also be agents of the University.” Do our DOJ
criminal investigators, or the state’s “top cop,” qualify for this exception? If the state deems it
necessary for certain employees to have a state vehicle immediately accessible at all times, do the
rules require that those employees pay for mileage affording them such access? It would appear that
the provisions made applicable to University chancellors and their family members blur the
distinction between personal and business travel, and what is considered reimbursable mileage.

Information recently made available by your department shows that many state employees
have not claimed personal mileage for use of their state vehicles. Some of those individuals are
prison wardens whose vehicle logs appear to reflect commuting mileage. Are these employees
covered by the 24/7 exception? Again, without clarification and justification, it is difficult for those
of us operating a department staffed by law enforcement officers to know what is fair and
appropriate in relation to their state vehicle usage.

Another aspect of the rules which needs refinement concerns what I refer to as triangular
travel. For many Madison-based employees whose job responsibilities require frequent travel but
who don’t happen to live in or near Madison, this rule in and of itself could coerce a houschold
relocation. (If the state wants all of its workers to live in Madison, that is a policy debate which
shouldn’t be obviated by the vehicle rules.) The triangle rule provides, in essence, that if one travels
to a particular business site and either begins or ends that trip. from one’s residence, the employee
must reimburse for any mileage in excess of that which would have been incurred by travelling a
direct course between work headquarters and the location where business was conducted.

In theory, the rule sounds good. In practice, however, a strict application of the rule can lead
to absurd or unfair results, and a very inefficient use of employee resources. If, for example, an
employee works in Madison, lives in Cambridge and has to travel to an early meeting in
Milwaukee, it would be logical and most efficient that the employee travel a direct path from home
to the business site in Milwaukee without losing time going through Madison to pick up a car.
Under the rules, however, the employee who takes a state car home would have to reimburse for the
additional mileage incurred by travelling to Milwaukee via Cambridge, or else use his or her own
vehicle and be reimbursed at the insufficient rate of 22 cents per mile for the business portion of the
trip. As the triangular distances and frequency of such travel vary, so too do the compelling nature
of the results. As an administrator, I am at least as concerned about the efficient use of employee
resources, not 1o mention the safety of our employees if they feel pressed by the rules to travel
farther and later than they otherwise would, as I am about the expense of their travel. It would seem
that this is an area where case-by-case discretion should be accorded to supervisors rather than rigid
application of the one-size-fits-all current provision.




Secfetary Marc Marotia
April 16, 2004

On the subject of supervisors, | have additional concerns about enforcement of the rules and
the development of a system for redress of violations. The rules currently provide that SUPEFVISOrs,
and ultimately department or agency heads, are responsible for ensuring that employees reimburse
for personal mileage incurred. | had labored under the assumption that DOA, as the department
responsible for fleet administration, would take a more active role in monitoring vehicle use than it
has done or may be capable of doing. There is a schizophrenic quality about the authority DOA
purports to have, what DOA does'in fact, and what the rules provide. For example, there was a
serious disconnect between your department’s authorization that the Attorney General’s state car be
serviced in Fond du Lac, evidencing knowledge of her travels home, and the quick referral to the
Ethics Board as soon as her DUI citation called attention to her use of the car to travel home as one
leg of a longer, business tnp (again, the triangle rule). In addition to following bad information
provided by our own staff, we acted under the rms-assumptmn that DOA would alert us as soon as
possible to any rule mfractxons itmight detect. In light of ; your recent comments to the media in
relation to the apparent wzd&spread probiem now under review, it appears that DOA maynotbeina
position’ to effectweiy admlmstcr ﬂeet usage - :

If that is the case, perhaps all responmbﬂity for purchase, maintenance, and management of
state vehicles should be left to individual departments themselves. The fleet rules are drafted, at
least in part, as if that situation already existed. In the case of DOJ, the ultimate irony is that many
of the cars we use were obtained through our own law enforcement seizures. We, however, then
lease those same cars from DOA at considerable expense. As the Governor is intent upon reducing
the size of state government, there would appear to be an economy we could achieve through
. eliminating your admnustraﬁon of the vehicles we seize and use. Moreover, it seems logical that a
- Taw enforcement agency is better suited to dlaftmg rules governing the permﬁed use of law "~
enforcement vehicles than a department with nio law enforcement component or experience.

As part of our internal review of DOJ vehicle use, one change that will result is that all of
our employees will be: required. to keep accurate logs-of all mileage traveled. As you may know,
DOA had eliminated that. requirement, ma}(mg it exceedxngiy difficult to establish how a particular

~vehicle has been used.over any. substantial penod I don’tknow hew DOA intends to evaluate the
accuracy of the records of the hundreds of state emp!oyf:es now under review, but if our supervisors
are accountable for the mileage of employees under their charge we intend to impose the obvious
and helpful solution of requiring better record keeping.

Finally, in other contexts DOJ has taken it upon itself to impose penalties for violations of
work rules. I noted from your comments in the newspaper that penalties would be meted out to
anyone who failed to reimburse the state for personal mileage. T would like to know what you
envision in that regard, as we may find non-compliance with fleet rules in the course of our internal
audit. Do you foresee referrals to the Ethics Board, do you expect each department to 1mpose
sanctions, or is there some other procedure or remedy you have in mind? As I’m sure you agree,
fair and consistent treatment for all employees must be the objective.




"'iSecretary Marc Marotta
April 16, 2004

Thank you for your consideration of theses issucs.

Sincerely,

\

Damel P. Bach
Deputy Attorney General
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DEPARTMENT OF JUSTICE . u
PEGGY A. LAUTENSCHLAGER 114 East, State Capitol
ATTORNEY GENERAL P.O. Box 7857 :
) , Madison, W1 53707-7857
g:::ftlyl:lﬁz‘r:iey General 608/266-1221
TTY 1-800-947-3529 -
April 21, 2004

Secretary Marc Marotta ‘

Department of Administration

PO Box 7864

Madison, WI 53707-7864
Dear Secretary Marotta:

As a follow-up to my letter last week, I wanted to reiterate that the Department of Justice
(DOYJ) is concerned about any recommendations the Department of Administration may make
regarding state employees found to have violated fleet vehicle rules. During our on-going DOJ
review of our vehicle use, we have discovered one instance of long-term non-compliance with
vehicle rules during the previous administration, the details of which I'will forward to you. While I
am not aware of any other instances of non-compliance at DOJ which have not been addressed, it is
not premature to consider how any such issues will be resolved.

o

Second, one portion of my previous letter to you will require amendment, specifically the
number of DOJ vehicles obtained through asset forfeiture. We are working on clarifying those

Sincerely,

Daniel P. Bach :
Deputy Attorney General

DFPB: kh




State Representative

Member: Joint Commitice on Finance

April 21, 2004

Senator Carol Roessler, Co-chairperson
Joint Legislative Audit Committee
Room 8 South, State Capitol
Madison, WI 53707-7882

Dear Senator Roessler:

[ am writing to request an audit of vehicle purchases by the Department of Natural
Resources and the decision making process used by the DNR with regards to such
purchases. Recently, an investigative reporting series by The Lakeland Times, in my
district discovered that the Department of Natural Resources northern region has paid
$10.4 million to buy vehicles for use by staff over the last ten years. [ believe state fleet
purchases and the decision making process used by the DNR for such purchases would
merit a review by the Legislative Audit Bureau.

I'was stunned when'I read the articles on the amount of taxpayer dollars that the
Department of Natural Resources is spending on purchasing vehicles. During these
difficult economic times and with reductions in budgets, I'm surprised that the DNR
would place a priority on buying vehicles over putting people in the field. In addition, I
question why they are buying high-priced vehicles at a time when the Department of
Natural Resources and Secretary Hassett say that they do not have enough money in their
budget to fight the invasive species Invading our state’s waterways.

The Department of Natural Resources has indicated that the public can expect poorer
service and slower response times. Secretary Hassett has previously referred to budget
cuts as “devastating.” The DNR has proposed closing service centers and cutting fish
hatcheries. When asked why they are not doing more to fight invasive species they
respond by indicating that they do not have enough resources.

The DNR needs a reality check when it comes to setting the priorities that they have
established. Purchasing large expensive vehicles should not be more important than
putting people in the field, keeping service centers open, operating the state’s fish
hatcheries or fighting invasive species.

Post Ctfice Box 8953 « Madisen, Wisconsin 537088053 « (GOR; 266-7141
Pax: (608} 282-3034 « Toll-dree legislative hotline: (B8S) 934.0034 Rep Mever@lepis state wius




The recent investigation done by The Lakeland Times appeared to uncover si gnificant
gaps in the DNR’s tracking of vehicle purchases and the decisions made surrounding
such purchases. I believe a more extensive audit by the Legislative Audit Bureau is
warranted at this time, and respectfully request your assistance in supporting such an
audit.

If you have any questions, or need any additional information please do not hesitate to
contact me at (608) 266-7141,

Sincerely,

/M;:;MW{ﬁM

Dan Meyer
State Representative
34 Assembly District




STATE_ OF WISCONSIN

JIMDOYEE )
GOVERNOR ¥

Friday, April 18, 2004 -
Contacts: Jessica Erickson, Governor Doyle’s Office, 608-261-2158

Governor Outlines Steps to Redut:e State Car Fleet,
Improve Accountability

Governor has already cut né'w c_ér pUrGhaSes by more than 75 percent,
sa ving_taxpa yers__ $26 million : '

Governor Jim Doyle today outlined steps his administration has already taken to reduce the
state car fleet, and ordered further actions to continue to reduce the size of the fleet and bring
greater accountability to the system. .~

“Over the years, state government has bought too many new cars, allowed too many personally
assigned vehicles, been too lax about ensuring people pay for personal use of state cars, and
too careless about recordkeeping,” said Governor Doyle. “Butitis a new day in Wisconsin.
When | took office, | directed my cabinet members to turn in the cars their predecessors used,
and we have cut the number of new car purchases in all of state government by more than 75%.
Today, I'am ordering further steps to protect the taxpayers and bring greater accountability to -
our state car fleet.”

The Doyle Administration has already taken the following steps since the Governor took office:

*  When Governor Doyi_e took ofﬁée, he directed cabinet secretaries to turn 'in personally
assigned vehicles their predecessors used. Unlike in previous administrations, neither the
Lieutenant Governor nor any cabinet secretary has a personally assigned vehicle.

* InFY03 and FY04, a total of 1,770 new vehicles were requested by agencies to replace
older vehicles, with an associated cost of $35.2 million. Of these, 1361 purchases were
rejected by the Doyle Administration and only 409 were approved, for a savings of $26.3
miliion to taxpayers. In contrast, under former Governor McCallum, for FY02, 1405 new
vehicles were requested — all of which were approved - at a cost of $27.7 million.

* From January 2003 to January 2004, the overall size of the state car fleet was reduced by
132 cars.

* In February, 2003, the Department of Administration signed contracts to implement a
consolidated vehicle maintenance system within the Department’s centralized fleet to take
advantage of the state’s buying power to negotiate better rates on repairs and maintenance.
As aresult, DOA saved more than $300,000 on repairs in 2003, an 18% reduction from

2002,
(more)

State Capitol Room 115 East, Madison, Wisconsin 53702 (608) 266-1212 « FAX {(608) 267-8983 « govermnor@wisconsin.gov




Friday, April 16, 2003
Page 2 of 2

&

Since Department of Administration Secretary Marotta asked state agencies to report on

- personally assigned vehicles in February, more than 80 personally assigned vehicles have

been turned in.

Today, the Govemor directed his cabinet to take the following additional steps:

For all personally assigned vehicles that are driven less than 16,000 miles in a year,
agencies will have 30 days to submit written justification on why those vehicles should be
personally assigned. Personally assigned vehicles found to be underutilized or unnecessary
will be revoked.

The Governor has directed the Department of Administration to freeze the purchase of new

state cars until a review.of the usage of all state cars is complete and ail agenczes have
responded ta DOA‘s ravzew of personaify asmgned vehicles.

' The Governor is dsrectmg his cabfnet and all managers to educate all employees who use

state cars about the rules and regulations on the personal use of state vehicles, and to take
appropriate actions -- including possible dlscspimary actions -- to ensure that all employees
with personally assigned vehicles are paying for any personal use.

The Governor is directing the Department of Administration to develop a better system of
record keeping for the state fleet, particularly with respect to reporting of personal vehicle
use and for: tracklng low-mileage vehicles.

_ The Governor is directing the Department of Administration to continue to pursue

consolidation of fleet management as well as maintenance ser\nces across state

_ gevemment as appropnata

-30-




State Representative

& Dan Meyer

Member: Joint Committee on Finance

April 21, 2004

Representative Sue Jeskewitz, Co-chairperson
Joint Legislative Audit Committee

Room 323 North, State Capitol

Madison, W1 53708

Dear Representative Jeskewitz:

I am writing to request an audit of vehicle purchases by the Department of Natural
Resources and the decision making process used by the DNR with regards to such
purchases. Recently, an investigative reporting series by The Lakeland Times, in my
district discovered that the Department of Natural Resources northern region has paid
$10.4 million to buy vehicles for use by staff over the last ten years. I believe state fleet
purchases and the decision making process used by the DNR for such purchases would
merit a review by the Legislative Audit Bureau.

I was stunned when I read the articles on the amount of taxpayer dollars that the
Department of Natural Resources is spending on purchasing vehicles. During these
difficult economic times and with reductions in budgets, I'm surprised that the DNR
would place a priority on buying vehicles over putting people in the field. In addition,
question why they are buying high-priced vehicles at a time when the Department of
Natural Resources and Secretary Hassett say that they do not have enough money in their
budget to fight the invasive species invading our state’s waterways.

The Department of Natural Resources has indicated that the public can expect poorer
service and slower response times. Secretary Hassett has previously referred to budget
cuts as “devastating.” The DNR has proposed closing service centers and cutting fish
hatcheries. When asked why they are not doing more to fight invasive species they
respond by indicating that they do not have enough resources.

The DNR needs a reality check when it comes to setting the priorities that they have
established. Purchasing large expensive vehicles should not be more important than
putting people in the field, keeping service centers open, operating the state’s fish
hatcheries or fighting invasive species.

Post Office Box 8953 » Madison, Wisconsin 53708-8053 « (608) 266-7141]
Fax: (608) 282-3634 « Toli-free legislative hotline: (888) 534-0034 » Rep. Meyer@iegis.state wius




The recent investigation done by The Lakeland Times appeared to uncover significant
gaps in the DNR’s tracking of vehicle purchases and the decisions made surrounding
such purchases. I believe a more extensive audit by the Legislative Audit Bureau is
warranted at this time, and respectfully request your assistance in supporting such an

audit.

If you have any questions, or need any additional information please do not hesitate to
contact me at (608) 266-7141.

Sincerely,

TN A~

Dan Meyer
State Representative
34‘?"Assembiy District




DNR Fleet Audit Background

Summary Points

The practices arose under the prior administration

The new administration responded timely and appropriately, as soon as
the new administration learned of the practices

Division Administrator immediately requested internal audit

Disciplinary action was taken against the employee involved

New administration has implemented audit recommendations

New administration agreed to conduct a follow-up audit (in progress now) to
ensure all problems have been successfully addressed. DNR will act on

any additional recommendations that may come out of the follow-up audit.

Dooo

The need for the vehicles and maintenance involved was not questioned; only the process
for obtaining the needed items was questioned

There was no evidence that the employee involved gained anything personally (the
improper practices were apparently motivated by a misguided desire to foster a less
formal, “good working relationship” with providers to get a favorable price for the state)

Background--Timeline

12/02 Prior to the change in administration, a regional employee raised concerns
in e-mail to supervisor at regional level

3/12/03 New administrator of the Division that oversees fleet purchases appointed

3/04/03 New administrator first informed of concerns re: fleet procurement
practices

Rest 3/03-

Start 4/03 New division administrator conducted investi gation, including meeting
with reporting employee and reviewing procurement documents
Contacted LAB re: LAB conducting an audit. LAB reported that they
would not be able to schedule the audit for a number of months.
New division administrator wanted more timely action; recommended a
DNR internal audit.

4/21/03 New division administrator requests internal audit

w3 Audit completed; DNR commences implementing audit recommendations




7/28/03 Division administrator met with finance bureau director, purchasing agent,
fleet manager, and acting bureau director aeronautics and fleet. Reviewed
audit findings, stressed new administration will fully comply with
procurement rules, and make every effort to achieve multiple bids

8/ /03 Disciplinary action taken against employee

4/04 Follow-up audit now in progress




DNR FLEET MANAGEMENT
» DNR Has Not Been on a Vehicle Buying Spree

The press is about purchases in 2001 (203 vehicles) and 2002 (277 vehicles)

Purchases are cyclical; dependent on age and condition of fleet
Purchases even in 200} & 2002 were primarily replacements, size of overall fleet did not increase
dramatically then and has remained essentially constant in last five years

19991555 total vehicles

2000=:1521

2001=1538

2002=1575

2003=1561

During this administration:  total # vehicles reduced by 14
total # purchased in 2003 37, lowest total in at least eleven years
voluatarily canceled 2004 car buy

> DNR HasResponsib!y Mauégéd Fleet and Reduced Numbers as Appropriate in
Response to the Budget Crunch and Cutbacks

@ DNR is austere |
* DNR runs vehicles longer than required under general replacement
criteria

Replacement criteria:
. Cars - DOA 85,000 miles, DNR 120,000 miles
- Light tricks ~DOA 95,000 miles, DNR 200,000 miles
Heavy trucks — DNR strictly by condition of the vehicle (DNR does have semi
 tractors (Low Boy) in excess of 750,000 miles)

Reasons for running vehicles longer:

*  Base warranties on diesel vehicles have been extended to cover first 100,000 miies
for light trucks & 200,000 miles for heavy trucks, '

*  DNR switched from gasoline to diesel for all % quarter ton trucks and larger due to
the lower cost of operation (fuel economy 18mpg vs. 11.5 mpg, better base
warranties, longer live, less maintenance)

= Utilizing technology
Purchasing trucks that grease themselves
Using life cycle coolant (never need to replace coolant)

Tires — DNR buys fuel efficient radials

o As a result of running our cars longer, DNR voluntarily canceled their 2004 car buy,
which allowed DOC to purchase more cars.

* DNR looks for and purchases used trucks if makes econornical sense

o DNR has reduced its fleet
2003: total # vehicles reduced by 14
total # purchased 37, lowest total in at least eleven years
voluntarily canceled 2004 car buy




» DNR Has a Unique Mix of Vehicle Needs and Remote Locations to Serve

0 Personally Assigned vehicles (as of April 19, 2004):

Overall (Cars & Light Trucks)
85% Law Enforcement
4% Forestry
2% Fisheries !

Cars :
27% Law Enforcement (all are equipped with siren, lights & radio)
20% Forestry
10% Fisheries

Light Trucks
93% Law Enforcement

0  Specialized use & work unit vehicles:
«  Light Trucks (Total L. Trucks Dept. 1,077 of which 222 are personally assigned)

60% Off-road
Largest use = Towing (boats, equipment frailers)
Work units = Maintenance (e.g. carry cleaning supplies to clean pit-toilets), carry
equipment, carry monitoring equip, plow snow, use for controlled burns {(slip on fire
unit), use as a dump truck (slip on dump unit), tank trucks for hauling fish (can also add
on a dump unit).

»  Heavy Trucks (Total H. Trucks Dept. 181)
Specially designed dump trucks to haul rocks.
Haul CWD carcasses
Heavy haulers to haul heavy equipment and also pull trailers, haul building debris to
landfills

3 Low Mileage:
®  Parks ~ vehicles cover specific areas (e.g. clean pick toilets)
= Forestry - emergency vehicles (must have on-hand and ready)
¢  Seasonal operators (approx. 9 months per year)
*  Hatchery propagation trucks - only run locally. Use haul groups now
instead.
®  Nurseries and game farms — specific areas

%+ Where possible the vehicles are used for multiple areas and are reassigned when
mileage gets high for initial use. E.g. When a tank truck for hauling fish reaches
200,000 miles, the vehicle gets a permanent dump unit and is reassigned to a park.

CAData\Personal Folders\dnr flect management points 042304 doc




Asbiornson, Kar_en

- R
From: Stuart, Todd
Sent: Friday; April:23; 2004 2:56'PM"
" To: Muelier, Janice
Ce: Asbjornson, Karen; Matthews, Pam
Subject: DNR fleet audit
DR Fleet Appendix
Irchasing Report.doJuestioned Costs.xls Jan:

Here is an internal DNR fleet agjdit and the appendix. There is some pretty nasty stuff in it.
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DNR Bureau of Finance, Auditing and Reporting Services Section

DNR’s Interal Auditing goal is to provide objective auditing and consulting support
to DNR’s management and staff, to be guided by a philosophy of adding value to
improve the operations of DNR and to assist DNR'’s management and staff
accomplish their objectives by bringing a systematic and disciplined approach to
evaluate and improve the effectiveness of DNR's risk management, control and
governance processes.

Blanca Rivera, Bureau Director

Review performed by:

Troy Brown, Section Chief
Larry Metz, Lead Internal Auditor

State of Wisconsin Fleet Purchasing Review
Department of Natural Resources Page 1




State of Wisconsin

' CORRESPONDENCE/MEMORANDUM
TRANSMITTAL LETTER

DATE: April 26, 2004 FILE REF: 9300

TO: Vance Rayburn, AD/5

FROM: fs/ Troy Brown for Blanca Rivera, FN/1

SUBJECT: Fleet Purchasing Review

At your request, we performed a special review of the Fleet Operations Program purchasing
procedures and practices. The Fleet Operations Program is a section of the Bureau of
Administrative and Field Services. The purpose of this review was to evaluate compliance
with. State and DNR purchasing procedures and evaluate internal controls. The State
Statute s.16.75 broadly defines the State laws for purchasing goods and services to carryout
government operations. The State Department of Administration (DOA) has delegated
certain purchasing powers to the Department of Natural Resources (DNR) and promulgated
rules in Administrative Code and the State Purchasing Manual to carry out the purchasing
function for the agency:.

We were not requested to and did not perform an examination for the purpose of expressing
an opinton on the financial reports of the Fleet Operations Program of the Department of
Natural Resources. Accordingly, we do not express an opinion on the financial and
operating reports and related information contained in this report.

In this report, we have made comments and recommendations related to the Fieet
Operations Program purchasing practices and related matters. Management’s responses .

- forthe Fleet Operations Program are included in this report.

In summary, we recognize that implementation of our recommendations will require some
changes in business practices, internal controls and may require more costs to the Fleet
Operations Program. However, our recommendations are intended to improve business
processes that-will in the long-term provide more effective and efficient operations. We wish
to thank the Fleet Operations staff for the courtesy and cooperation given to Larry Metz
during this assignment. '

ce: Scott Hassett, AD/5
Tom Joestgen, AF/BW
John Leighty, AF/DR
Julie Sauer, NOR-Spooner
Troy Brown, FN/1

State of Wisconsin Fleet Purchasing Review @

Department of Natural Resources Page 2  fimedon
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INTRODUCTION

Background Information
Financial Data
Prior Audit Recommendations

Background Information

The Department of Natural Resources (DNR) owns and operates a vehicle fleet for various
programs administered by the Department. This fleet consists of approximately 2,000 cars,
trucks, equipment and trailers. The acquisition cost of the vehicles at June 30, 2003 was
$46.3 million. Fleet Operations are managed from the DNR offices at 2421 Darwin Rd.,
Madison Wisconsin.  Fleet Operations staff includes a Fleet Program Manager,
administrative and shop personnel. Field Maintenance Shops are located at Black River
Falls, Brule, Grantsburg, Spooner and Woodruff to support and facilitate maintenance of
mostly heavy trucks and equipment.

Financial Data

The -operating cost of the vehicle fleet in FY 2002 and 2003 was $4,028,775 and
$4,331,463, respectively. The operating cost excludes capital purchases and imputed
depreciation. Revenues, primarily from vehicle use fees, were $7,048,119 in FY 2002 and
$6,968,013 in FY 2008 from the preliminary closing on June 30, 2003. See Appendix 1 for
more financial and operating information.

Prior Audit Recommendations
DNR'’s internal audit staff conducted a businass process review of Fleet Operations in 1999.
The 1999 Review included several major recommendations:

- 1. -Reorganize vehicle operations accounting as an “internal service” fund, .
2. Utilize  alternative financing to eliminate direct program contributions for new
vehicles.
3. Develop an improved chargeback fee system to distribute the operating cost of
vehicles.
4. Complete annual physical inventory of vehicies.
5. Obtain an annual internal post-audit of vehicle revenues and expenditures.

The only major recommendation fully implemented since the 1999 Review was an improved
chargeback fee system. Also, other procedure changes recommended have been made. A
partly implemented major recommendation was that most program contributions for new
vehicles were discontinued, although the Conservation Fund balance continues to support
the cost of financing new vehicle purchases rather than securing alternative financing.

State of Wisconsin Fleet Purchasing Review
Department of Natural Resources Page 3




FLEET PURCHASING

Authorizing Legislation
State Purchasing Procedures
DNR Fleet and Purchasing Procedures

Authorizing Legislation
The Laws of Wisconsin, 2001-02, for purchasing goods and services for government
operations are, in part, as follows: _

8. 16.71(1) “...The department [DOA] shall purchase and may delegate to special
designated agents [DNR Purchasing Agents] the authority to purchase all necessary
materials, supplies, equipment, and all other permanent personal property and
miscellaneous capital, and contractual services and all other expense of a consumabie
nature for all agencies.”

s. 16.75(1)(b) “...When the estimated cost exceeds $25,000, the department [DOA or
designated agents] shall invite bids to be submitted. The department shall either solicit
sealed bids to be opened publicly at a specified date and time, or shall solicit bidding by
auction to be conducted electronically at a specified date and time.

s. 16.75(1)(c) “...When the estimated cost is $25,000 or less, the award may be made in
accordance with simpilified procedures established by the department for such transactions.”

8. 16.77(1) “No bill or statement for work or labor performed under purchase orders or
contracts issued by the secretary [of DOA] or the secretary’s designated agents, and no bill
or statement for supplies, materials, equipment or contracted services purchased for and
delivered to any agency may be paid until the bill ‘or. statement is ‘approved through ‘a
preaudit or postaudit process determined by the secretary [of DOA]” 7

8. 16.77(2) *Whenever any officer or any subordinate of an officer contracts for the
purchase of supplies, material, equipment, or contractual services contrary to ss. 16.705 {o
16.82 or rule promulgated pursuant thereto, the contract is void, and any such officer or
subordinate is liable for the cost thereof, and if such supply, material, equipment or
contractual services so unlawfully purchased have been paid for out of public moneys, the
amount thereof may be recovered in the name of the State in an action filed by the attorney
general against the officer or subordinate and his or her bonders.” .

State Purchasing Procedures
DOA further defined the policies for solicitation of bids and proposals (Adm 7) and the
bidding process (Adm 8) by promulgated administrative codes related to purchasing.

The State Procurement Manual defines the procedures for the official sealed bid (PRO-C-5),
simplified bidding (PRO-C-8) and other purchasing procedures, including serial contracting
(PRO-C-27).

DNR Fleet and Purchasing Procedures
Fleet Management Handbook (9210.5) Ch. 90-1 “Repairs and Maintenance on Cars, Trucks
and Heavy Equipment” states, in part:
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“Repairs at DNR Maintenance Shops are made at the discretion of the shop manager for

servicing and maintenance of equipment to attain the maximum efficiency of state facilities.

Repairs by outside vendors on cars and trucks costing under $500 can be approved by the
driver. Any repair over $500 must have the prior approval from regional fleet management
or Central Office fleet management. Repairs over $1 ,000 on cars and trucks must have
prior approval from Central Office fleet management. [f no prior approval was given, the
program will be liable for all costs over $500. A repair on heavy equipment and medium
duty trucks under $1,000 needs no prior approval. For any repairs of medium or heavy
trucks and equipment costing over $1,000, Central Office fleet management must be
notified. If no prior approval was given, the program is liable for all costs over $1,000. Ch.
80 covers accidents and incident repairs.”

In addition, DNR Manual Codes 9321, 9322.1 and 9322.2 provide specific guidance for

purchasing and purchasing approvals. For example, the purchase requisition expenditure
approval dollar limits (9322.2) are:

Secretary or designee $75,000 and above
Administrator or designee $25,000 to $74,999
Region Director or designee $5,000 to $24,999
Bureau Director or designee $5,000 to $24,999
First line supervisor or program manager $0 to $4,999
State of Wisconsin Fleet Purchasing Review
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COMMENTS AND RECOMMENDATIONS

Serial Purchasing
Repairs and Maintenance
New and Used Vehicle Purchases

Serial Purchasing

Serial purchasing encompasses all attempts to circumvent proper approvals and awards of
a purchase order to the lowest bidder. Serial purchases are prohibited because of the
requirements in State Statutes and State policies requiring competitive bidding for
government purchases. Not to be confused with the defined term, “serial contracting”, in the
State Purchasing Manual (PRO-C-27), serial contracting is where purchase orders issued to
the same vendor within 90 days totaled more than $25,000. We considered the broader
term, serial purchasing, as we reviewed over 130 payment vouchers, for planned non-
emergency purchases to the same vendor or for the same goods or services and not just
purchase orders.

It seemed there were substantial serial purchases over the past two years that totaled more
than $490,000 in the Fleet Operations Program, Central Office expenditures. See Schedule
of Questioned Costs, Appendix 2. The concentration of business with 4 vendors in the past
three years has increased from $2,209 in FY 2001 to $578,380 in FY 2003. Most of these 4
vendor’s purchases during the 3 years totaling $990,658 were serial purchases but some of
the purchases were made with purchase orders ($322,147) where the winning bid had fewer
than 3 bidders because allegedly the specifications were too restrictive to allow fair
competition. :

When components or a system costs over $5,000, the asset should be capitalized with the
proper object code in WiSMART. System assets are defined in"the State Accounting -
Manual, Section V-12, as a group of interacting, interrelated or interdependent components
forming a whole. The logic behind capitalizing each individual component, as part of the
entire system, is that the component standing alone cannot function or serve its intended
purpose. For example, we found many instances when individual invoices represented
components of a system but were not properly approved or capitalized in the past two years.

Examples of the attempts to circumvent proper State purchasing procedures and o not
properly capitalize vehicle components were as follows:

* Invoice splitting was observed when the purchase was billed or re-billed as
several invoices (CAFD 37 & 524), each totaled less than $5,000 (some were
$4,999 for different components). This practice was considered as attempted
collusion between the fleet and vendor staffs that circumvented State Purchasing
Procedures.

» Printing on the invoice that “Purchases over $5,000 require PO” and issuing an
invoice for less than $5,000 when additional parts or work ordered would have
caused the invoice to be over $5,000 (CAFD 456). This practice indicated the
vendor’s staff was aware of State purchasing requirements,

» Billing parts on one invoice and the fabor cost of installation on another invoice
occurred several times to apparently to avoid the purchasing procedures (CAFD
885 & 903, 689 & 740). This practice by two vendors that circumvented state
purchasing procedures was apparently condoned by fleet management.
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We recommend that the Fleet Operations Manager prepare an action plan to ensure the
issuance of purchase requisitions with proper approvals according to DNR Manual Code
9322.2, when required. Further, we recommend that the Fleet Operations Manager send
each vendor a letter explaining the State’s purchasing policies and procedures with
examples of practices DNR does not want to occur in their billings.

Response

The fleet manager will prepare an action plan to comply with purchase requisitions
and approvals according to DNR Manual Code. We will insist the fleet manager send
each vendor a letter and on occasion meet with vendor explaining the State’s
purchasing policies and procedures. Before this can happen we will request the
assistance of the Bureau of Finance to provide in-depth training to DNR fleet staff on
all pertinent purchasing poficies and procedures. It is difficult to ask our fleet staff to
explain policies and procedures when they have received fitile fraining themselves.

State Statutes {s. 16.75) Trequire solicitation of bids or written quotes, when the estimated
cost of the purchase exceeds $5,000. If the estimated cost is over $25,000, the solicitation
must be by official sealed bids. (See Statute excerpts in the prior Fleot Purchasing section.)
We found that none of the purchases from the 4 vendors had 3 or more bids, except the bid
solicitations #B-016-038 and #C-017-03. Although bid solicitation for some purchase orders
had as many as 25 bid packages sent to potential bidders, the number of bids received was
stilt 3 or less. The Fleet Program Manager's practice was to develop a “good working
relationship” with a small number of vendors to obtain preferential pricing for DNR. Either
competitive bidding or negotiated prices might work to the DNR's advantage, but only
competitive bidding is allowed, in most instances. Situations with less than 3 bids or bidders
deserved additional effort by DNR Purchasing Agents to obtain competitive bids.

We recommend that the Fleet Operations Manager develop written annual or biennial

* . program goals for repairs and maintenance costs: and all additions, improvements and

replacement of vehicles to identify purchases requiring a purchasing order.

DNR Purchasing Agents should provide additional oversight and monitoring of purchases to
obtain 3 or more bids; perform a periodic analysis of similar fransactions which couid have
been anticipated and consolidated into a single transaction (State Procurement Manual
PRO-C-27); and seek to establish a statewide contract for repairs and maintenance on
medium or heavy trucks and equipment, as is currently available for cars and light trucks
(State Contract #15-95360-001).

Fleet Response

Fleet manager will solicit customers to express the needs and expectations of the
fleét from a program standpoint. From that information an operations budget can be
written to include an annual report complete with program goals. The challenge will
be to accurately predict the level of maintenance and repairs needed when the type
and amount of work being done may vary throughout the year.

Fleet will work with purchasing agents in the hope of attaining 3 or more qualified
bids, however the number of bidders are dependent on the number of vendors who
subscribe to “Vendor Net”, We welcome purchasing agent assistance in this process.
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Purchasing Response

The Bureau of Finance will Incorporate a review process for purchases over $25,000
to ensure that there was appropriate competition. For large purchases, a review
team may be put together and would include a purchasing agent, a program staff
and the Purchasing Section Chief. In particular, this approach will be taken when
three bids or less are received.

In addition, the Bureau of Finance will develop a monitoring system to assist us in
determining if purchases made which are paid via direct payment should have
followed a procurement process. An y findings will be referred to purchasing agents
to work with appropriate program staff to de velop a bid, RFP or the appropriate
purchasing transaction.

Finally, the Bureau of Finance will begin to analyze areas in which a state-wide
contract is appropriate and establish those contracts as soon as feasible. For FY05,
~we would have all necessary contracts in place.

Because of inherent limitations in"any intemal control; errors or iregularities may occur and
not be detected. - Also, projections of any evaluation of the internal control to future periods
are subject to the risk that intemal control may become inadequate because of changes in
conditions; or that the degree of compliance with policies and procedures may deteriorate.
However, several internal controls could be strengthened with annual audits and additional
training on State and DNR purchasing laws and regulations.

We strongly recommend that annual internal audits of fleet expenditures be requested from
the Bureau of Finance to comply with Statute 16.77(1) and the 1999 DNR Fleet Operations
Review recommendations. Further, we recommend that the Fleet Management Handbook
make a stronger commitment for employees to observe the State and DNR laws and
- .-.requlations before purchasing .goods or services and to provide improved training of -
. employees on the State and DNR purchasing laws and regulations, - T

Response
We will request a follow up audit one year from the Finance training of fleet staff to

" determine 'if the training was. effective and recommendations were implemented.
. Further audits can be scheduled based on the assessment at that time.

Repairs and Maintenance

According to the Fleet Management Handbook (excerpt shown in the prior Fleet
Purchasing section) vehicle users may purchase repairs and maintenance services for
limited amounts; regional fleet management and the Central Office of fleet operations may
pre-authorize larger dollar amounts for the user. Annual maintenance checks are required
for all vehicles to ensure safe and reliable operation. A copy of the Inspection Report (Form
9200-94) is stored in the vehicle file at the Central Office of fleet operations. When
deficiencies are found, repairs should be promptly performed to return the vehicle to safe
and reliable operation.

The State Accounting Manual (Section V-12, Capital Expenditures) defines repairs to
maintain a fixed asset in its original operating conditions as follows:
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“Ordinary repairs are expenditures made to maintain assets in operating condition.
Preventative maintenance, normal periodic repairs, replacement parts, structural
components, and other activities to maintain normal services should not be
capitalized but rather charged to appropriate repairs and maintenance object code.

Major repairs are relatively large expenditures that benefits more than one operating
cycle or periods. If a major repair, €.g. an overhaul, occurs that benefits several
periods and/or extends the useful life of the asset, then the cost of the repair should
be handled as an addition, improvement or replacement, depending on the type of
repair made.

Costs incurred to achieve greater future benefits, e.g. improve efficiency or materially
extend the useful life of the asset and costs more than $5,000, should be recorded
as capital expenditures; whereas expenditures that simply maintain a given level of
service should be recorded as repairs and maintenance.”

In the 1999 Review of Fieet Operations, we found that repairs in excess of $5,000 were not
being considered capital expenditures, as required by the State policy.

The current Review of fleet purchasing found that all fleet repairs and maintenance
expenditures without a purchase order were coded to the repairs and maintenance object
code, #2470 in WiISMART. Some of those expenditures for repairs and maintenance should
be capitalized. Accordingly, we have questioned costs for repairs and maintenance of over
$490,000, shown in Appendix 2. The effect of treating all such repairs and maintenance as
expenditures was to overstate the vehicle use fees to the user's programs in the second
next year,

We recommend that the Fleet Operations Manager ensure the correct object codes are
used for capital expenditures and repairs and maintenance. Further. the vehicle use fees
_should be calculated to_give -effect to -retroactive capitalization ‘of the major repairs that

“should have been capitalized in FY 2002 and FY 2003 by recalculating the depreciation =~

charges for those vears and include the change to the next rate adiustment.

Response

Purchases and repairs over $5,000 will be a capitalized expense and build into the
vehicle rate siructure. At the request of the audit, flaet will review all expenses dating
back to 2002.

New Vehicle Purchases

The purchase and sale of State cars, trucks, heavy equipment and trailers is directed by
guidelines established by the DOA Central Fleet management. These guidelines, used as a
general reference for vehicle purchase and replacement, are included in the DNR Fleet
Management Handbook (50-1) on the following page.
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Purchase if yearly Sale is authorized

Vehicle Category mileage or hours is at when the following
_ or greater than criteria are met.
Cars, station wagons and mini-vans 16,000 miles yearly 75,000 miles
Light duty trucks 12,000 miles yearly 85,000 miles
Heavy trucks, 2 tons and up 10,000 miles yearly 100,000 miles or
condition

Tractors and other heavy equipment 200 hours 4,000 hours or 20 years
Trailers ' N/A Condition and use

Source: DNR Fleet Management Handbook.

To facilitate orderly consideration of vehicle purchase and replacement requests and of
alternatives to purchasing additional fleet vehicles, the Fleet Management Handbook (50-2)
describes the following procedures:

a. The Flset Operations Manager will in March or April of each year send a listing of
vehicles that have met the sale guidelines to the regional fleet representatives or -
bureau contacts. - The listing will divide vehicles into (1) vehicles that have not
met the criteria, (2) vehicles that may.be replaced depending on-the justification
for replacement by the program or (3) vehicles that will be replaced, if requested.

b. Regional fleet representatives and bureau contacts will prioritize the vehicle
replacement requests and add any vehicles that have not met the replacement
guidelines but may be or become unsafe to operate and too costly to repair.

¢. The Fleet Operations Manager will analyze the regional fleet representatives and
bureau contacts Vehicle Replacement Requests. The Fleet Operations Manager
will make the final decision on which vehicles will be recommended for purchase
or sale.

d. A purchase requisition wil be prepared, appropriate approvals obtained and send . -

~ 1o the DNR Purchasing Agent to prepare a bid solicitation or send it to DOA

“-Procurement ‘Office to combine with other State Agency purchase requests for
bidding.

e. The Purchasing Agent will prepare bidding documents, advertise the Request for
Bids, process bids and issue a purchase order for the vehicles requested at the

We reviewed the purchase requisitions for new and used heavy trucks for the FY 2003
purchases. We discussed the reasons for replacements with the Fleet Operations Manager
with the following results for the purchase of 10 heavy trucks by purchase order (NMC 572):

2 trucks on the purchase requisition will not be replaced, but another vehicle will be
substituted.

2 trucks were over the mileage guideline for replacement (100,000 miles).

4 trucks were not currently used for the minimum miles annually.

2 trucks were replaced for age and safety conditions.

The DNR Secretary approved the purchase requisition of the 10 heavy truck chassis on
November 27, 2002 and the DNR Executive Assistant approved the related dump bodies on
March 3, 2003. The costs for the heavy trucks and dump bodies amounted to $727,600 and
$269,940, respectively,
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Purchase of these 10 heavy trucks for nearly $1 million came at a time when State budget
cuts were occurring and deeper cuts were on the horizon. For example, the Conservation
Fund, which includes the Fleet Operations Program, has gone from a balance of $88 million
as of June 30, 2000 to $66.6 million as of June 30, 2002, before 2003 CWD costs and the
2003-05 Biennial Budget reductions. The Fleet Operations Program borrowed the funds to
purchase vehicles from the Conservation Fund balance. The borrowings amounted to over
$13 million in the past 3 years. In the 1999 Review, the issues of financing purchases of
new vehicles with program funds were described.

¢ Duplicate vehicle costs occurred because the user's programs paid for the cost
of new vehicles and monthly usage fees that included depreciation. Most of the
program expenditures for new vehicles have stopped, but some repairs and new
equipment that Fleet Operations did not fund continues to be paid by user's
prog